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Abstract
This paper reports and analyzes the findings of a comprehensive survey on ethics programs in Canada's largest corporations. A useable response rate of 25% was obtained in a survey of the country's 500 largest corporations as identified by the National Post Business Magazine, which annually ranks Canadian corporations according to revenue. It was found that while there are still some lingering questions about the effectiveness of such programs they are now firmly established as integral elements of governance in Canada's largest corporations.
According to Clarkson (1995) , "When ethical judgments and choices may become issues of survival, the management of ethics and ethics programs in a corporation becomes a matter of strategic importance" (p. 113). Executives of corporations such as WorldCom, Tyco, Arthur Andersen and Enron could have averted the disasters at their organizations and the resulting downward pressure on the stock market and world economy if they had made ethical judgments and choices. However, the disasters at those firms may serve as a reminder to other corporations of the importance of ethics and ethics programs. While most of the recent highly publicized scandals have been at United States based corporations, Canadian managers are not immune to the ethical lapses that resulted in the disasters at corporations like Tyco and Enron. It should be noted that Bre-X, the company that falsely claimed to have discovered the world's largest deposits of gold in Busang, Indonesia, was a Canadian corporation and that the Canadian Imperial Bank of Commerce allegedly participated in cooking the books at Enron. Brenner (1992) suggests that "all organizations have ethics programs, but most do not know they do" (p. 391). He defines a corporate ethics program as values, policies and activities which impact the propriety of organizational behaviour (p.393). Therefore a large proportion of, but not all, corporate activity is part of an ethics program.
Consequently identifying what constitutes an ethics program could be problematic: the explicit components being easily discernible, and the linking of organizational behaviours and implicit components more difficult. Foremost among the explicit components are codes of ethics, which are discussed later in this paper. The explicit components of a corporate ethics program also usually include items such as ethics training, policy manuals, employee training materials, seminars, procedures for conducting investigations, appointment of officers to oversee ethics programs, and an ethics audit system. Implicit components of a corporate ethics program, inter alia, include corporate culture, incentive systems, valued behaviours, promotion policies, performance measurement systems and management behaviours (Brenner, 1992, p. 393) .
Figure 1 Model Locating Corporate Ethics Programs in Business Ethics
( Adapted from Stajkovic & Luthans, 1997) As shown in Figure 1 , and as proposed by Stajkovic and Luthans (1997) In light of their potential benefits, it would be apposite to explore the extent to which corporations have adopted practices associated with ethics programs. In a survey of Canadian organizations, KPMG (2002) found that 81.5% of respondents were implementing initiatives to promote ethical practice, 70.6% provided ethics training (with very few offering more than eight hours of training per year) and 44.2% of responding organizations indicated that they did not have designated senior managers for ethical issues. Weaver, Trevino and Cochran (1999a) , in an empirical study of Fortune 1000 firms in the United States, assessed the extent to which those firms have adopted practices associated with ethics programs. They found that 98% of the responding firms claimed to address ethics in a formal document, with 78% doing so through separate codes of ethics. Fifty-four percent of firms reported having a single officer assigned to ethics issues but the proportion of the officer's time devoted to such issues varied from 1% (in 10% of the respondents) to 100% (in 13% of respondents). Thirty percent of the responding firms reported that they had offices specifically created to deal with ethics issues. Overall, Weaver, Trevino and Cochran (1999a) found that ,generally, major
American corporations had established ethics programs but these programs varied widely in the extent to which they were supported by ethics-specific structures, personnel and activities. Brytting (1997) in a survey of Swedish companies found that 46% of responding firms had formalized activities focused on business ethics issues. Most of these companies had one ethics support structure but there were also combinations:
slightly more than 8% used codes in combination with training, 6% had both the code and an ethics officer, and 4% used both training and officer positions. As stated earlier, one of the pillars of any ethics program is a corporate code of ethics, and the research instrument used in this study addressed several issues related to corporate codes. A corporate code of ethics may be defined as "a statement setting down corporate principles, ethics, rules of conduct, codes of practice or company philosophy concerning responsibility to employees, shareholders, consumers, the environment or any other aspect of society external to the company" (Langlois and Schlegelmilch, 1990, p. 522) . Berenbeim (2000) identifies three trends, which illustrate the importance of corporate codes of ethics. First, the globalization of markets is pressuring companies to develop codes as public statements of core principles that are universally applicable (p. (2001) found that in comparison with employees of firms without, employees of firms with codes rated company support for ethical behaviours higher and expressed higher levels of satisfaction with outcomes of ethical dilemmas they had faced (p. 204).
Although the research findings on the effectiveness of codes and ethics programs generally are mixed their potential value cannot be ignored and it is important to continue empirical research in this area. The current study is an effort in this direction.
The Study
The purpose of this study was to determine the status of ethics programs in Canada's larges corporations, with emphasis on the existence, provisions, and Four hundred and sixty (30 were returned to sender) packages were delivered.
This elicited 130 responses, 14 indicating various reasons for not participating in the study, 16 indicating that they did not have a code and 100 indicating that they do have a code. The response rate was 28% with the useable response rate being 25%. Table 1 provides a breakdown of the responding firms according to industry, indicating that respondents were from a broad cross section of industries, with the sample significantly correlated with the population. The data collected were entered in an SPSS file and analyzed mainly through descriptive statistics. 
The Findings
Of the 100 firms that reported having a code 77% had more than 1000 employees while 15% had 1000 or less employees and none had less than 100 employees.
The corporations in the higher ranges of full time employees have a higher public profile and likely a diverse range of employees, making a code more desirable as an instrument to achieve standardized employee behaviour: a view consistent with conceptualizing formal ethics programs as organizational control systems (Weaver, Trevino & Cochran, 199b) .
Code Establishment
As shown in Table 2 , a significant proportion of the codes were developed between 1996 and 2002, and 57% within the past decade. This indicates a growing level of interest in corporate codes of ethics as instruments of corporate governance in Canada and reflects a worldwide trend (Stajkovic & Luthans, 1997; Weaver, 1993) . Critical to employees' perceptions of a code of ethics is the personnel responsible for its establishment. As shown in Table 3 , Boards of Directors (63%) and Chief Executive Officers (78%) were cited less than Senior Managers (88%). Other staff was cited by 40% of the respondents while customers were cited by only 3%. These findings suggest that the responsibility for the establishment of codes in large Canadian corporations rests mainly with CEOs and senior managers. The heavy involvement of senior personnel in code establishment is laudable but the lower level of participation by other staff is contrary to principles enunciated by Raiborn and Payne (1990) and Stead, Worrell and Stead (1990) who suggest that if there is broad involvement of organizational stakeholders, consistent with participatory management, then codes would be seen as more relevant by all employees. According to Stead, Worrell and Stead (1990) , "A meaningful code of ethics cannot rely on blind obedience. It must be accepted and internalized by the employees who are required to implement it. This means that managers must attend not only to the content of the code but also to the process of determining that content. To be most effective, a code should be developed and disseminated in an open, participative environment involving as many employees as possible" (p. 239).
One indicator of the level of consultation involved in the establishment of a code is the time taken to develop it. Forty-eight percent of the respondents reported not knowing how much time was taken to develop their company's codes.
Of the 52 respondents who had knowledge of the length of time taken to develop their companies' codes, 29 reported it to be less than 6 months, 17 between 6 months and a year, 3 between 1 and 2 years and 3 more than two years. The vast majority of respondents with knowledge of this issue reported that it took one year or less to develop their codes. It appears, therefore, that corporations do not linger over developing their codes, moving quickly once a decision is made to establish a code. However, the efficiency of establishing the code may be at the expense of broad consultation.
Respondents were asked to identify reasons for the establishment of codes of ethics. Of the 92 respondents giving a reason for the introduction of a code, 51 (55%) mentioned to "instill company values, culture and philosophy", while 31 (34%) mentioned "staff integrity and behaviour standards." Thirteen (14%) mentioned the code was established at the request of the Board and 7 (8%) to "comply with legal requirements."
Codes Implementation
The way a code is implemented could have a major impact on its effectiveness: it could determine whether the code influences organizational practices or whether it is mere window dressing. The first element of implementation of the code is how it is communicated to an organization's employees. As shown in Table 4 , 66% of the responding corporations present the code to employees in the form of a booklet, 54% use electronic communication and 48% "induction", i.e., introduction of the code during orientation. It is also of interest that 10% of the organizations include the code in their employment contracts and 18% in their policy manuals.
Issuing a copy of the code (78%) together with training and discussion (44%) are the preferred staff induction methods. These approaches ensure that the employee is first made aware of the existence of the code and then provided with training on its nuances.
Moreover, almost all (96%) of the respondents indicated that there were consequences for breaching the code. This is consistent with advice given by Sims (1991), Fraedrich (1992) , Stoner (1989) and Hegarty and Sims (1979) that codes should outline enforcement provisions, signaling the significance of abiding by the code. The respondents further indicated that these consequences, as shown in Table 5 It is clear, therefore, that the vast majority of the corporations is willing to exercise the most drastic option of terminating employment for those who breach the code but, at the same time, it should be noted that 90.6% of these corporations are willing to settle for the least punitive consequence of verbal warning. Further, it was found that 62% of the responding firms factored employee ethical performance into performance evaluation while 36% did not: this is significant as the corporations that factor in ethical performance are clearly signaling that it is an important criterion for climbing the corporate ladder. In the theoretical framework shown in Figure 1 this is a positive consequence, which reinforces ethical business conduct. As ethical business conduct was found to be an important criterion for career advancement then how it is evaluated should be of interest. It was found that the pattern among the 62 corporations responding to this question is that of superiors (85.5%) assessing ethical performance against formal company standards (56.5%). Implicit in these figures is the question of how the performance appraisal is done if not according to company standards. Moreover, it raises a concern about conflict of interest as Baumhart (1961) and Brenner and Molander (1997) found that superiors were the main cause of employees' ethical dilemmas in being asked by superiors to perform unethical acts.
Other Components of Ethics Programs
While a code of ethics is a critical part of a corporate ethics program it must be supplemented by other activities. The research instrument used in this study sought information on complementary activities to augment the code and the findings are shown in Thirty-seven of the responding firms indicated having a standing ethics committee or its equivalent while 60 indicated not having such a committee. The 37% with standing committees is indicative of their growing importance in corporate governance as such committees were unheard of until recently. Lindsay, Lindsay and Irvine (1996) , in a survey of Canadian corporations, found that only 14.3% of the 84 responding companies that use ethics related control mechanisms have ethics committees.
While the Ethics Committee may be seen as an oversight body for ethics related issues in the corporation an ethics training committee is directly charged with the responsibility of providing employees with training on how to deal with ethical issues they may face while in the employ of the corporation. Twenty-seven of the responding companies reported having such a committee while 70 reported not having it. The existence of these committees in more than a quarter of the responding firms is indicative of the importance now being attached to ethics training.
The percentage of responding firms that reported providing ethics training (44%) was higher than those percentages for "Ethics Committee" (37%) and "Ethics Training
Committee" (27%), which indicates that in some of the responding firms the ethics portfolio is the responsibility of a department with additional responsibilities.
Irrespective of which department provides the training it is of critical importance:
employees simply cannot be left to their own devices in this area. While more than half of the respondents reported not providing ethics training the 44% that reported providing it is a considerable improvement over the 26% found by Lindsay, Lindsay and Irvine (1996) .
A mechanism critical to fostering ethical organizational practices is the establishment of the position of ombudsman or its equivalent. Fifty-three percent of the responding firms reported having established the position while 44% had not established
it. An ombudsman would be seen as a confidante to whom employees could safely report unethical practices. That 44% of responding firms are without an ombudsman raises the question of who employees in these firms take their ethical concerns. If it is to their supervisor, then a conflict of interest may arise as it is often the supervisor's conduct that is of concern.
Another important element of corporate ethics programs is corporate guidelines to support whistleblowers: 47% of the respondents reported having such guidelines while 51% reported not having them. Whistleblower protection is critical to ensuring ethical corporate behaviour and is clearly a deficiency in the policies of the 51 companies that reported not having them. The 47 companies which reported having whistle blowing procedures use mainly the following four mechanisms (see Table 7 ): formal channel of complaint (72.3%), formal investigation process (55.3%), formal resolution process (46.8%) and guaranteed confidentiality (74.5%). Table 8 , these effects were categorized as altruistic, mercenary, or regulatory.
The largest number of responses, eighty-seven, was in the mercenary category: respondents saw the codes as, inter alia, serving their Organizations' long-term interests, enhancing reputation and fostering customer loyalty.
Notable among the other categories was the 29.4% of respondents who saw the code as integral to company philosophy and the 23.5% who saw it as regulatory in focusing employee efforts.
In assessing the impact of code, respondents were also asked if the code was used to resolve ethical dilemmas in the marketplace: only 40% were in the affirmative and this has two implications. First, it supports the findings of Matthews (1987), Lefebvre and Singh (1992) and Wood (2000) that they are mainly inward regulatory documents.
Second, it may even be seen as support for the position that the code is simply window dressing with little impact on the activities of corporations in the marketplace. For the respondents indicating that their codes were relevant to the marketplace, responses are categorized and ranked in Table 9 . The range of areas of resolution identified clearly suggest that the forty companies responding in the affirmative see the code as having wide application and clearly not only as an inward regulatory document. As an overall assessment of the impact of the codes respondents were asked to rate their effectiveness as an element in their corporate ethics programs. As shown in Table 10 , a vast majority of the respondents, 87%, ranked their codes as positive, good or excellent. Four percent saw their code as being marginally effective, and 3% as having limited effectiveness. All in all, while respondents may have difficulty in identifying specific areas where the code has an Further, within the context of management education, organizational factors may be seen as on the job training, which must be built on a strong foundation of values acquired through ethics education and from sources such as religion and the family.
